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aOHPIDEBKDIAL - BEOURMY IMFOBMAfnOH 
ME340RAMDUM FCR THE SECRETARY OP THE ARMT 
SUBJECT H R 1152 83 rd Congress 1st Session 

1 Reference is made to the bill H R II 52 83 rd Congress 
1st Session For the Relief of William F Friedman concerning 
which I have previously expressed my views at the request of yoiir 
D^artment 

2 Mr Friedman has now requested me to forward through chan 
nels a letter which he has written to the Honorable Chauncey W Reed 
Chairman of the House Committee on the Judiciary setting forth argu 
ments in ST^pport of the full amount of the award sought in H R 1152 
Mr Friedman s letter is classified as COKPIDENTIAL - SECURITY 
IMFCRMATION which I believe to be the proper classification I 
also believe that the statement in paragraph 8 a(l)(b) of Mr Fried 
man s letter is accurate according to the best'available information 
However I have not undertaken in any way to examine the validity of 
Mr Friedman s arguments 

3 I have considered carefully the question of forwarding Mr 
Friedman s letter to the House Committee on the Judiciary and believe 
that there are two aspects to the problem which involve important 
matters of policy namely (l) the desirability of releasing classi 
fied information to Congress in svpport of a private bill and (2) 
whether the release of this information would require the prior 
security clearance and indoctrination of the Congressmen concerned 

4 Since Mr Friedman s letter contains information involving 
both Communications Intelligence and Communications Security the 
special rxxles involving those branches of intelligence apply In 
view of the limitations established by higher authority I doubt 
that the Department of Defense or any of its Agencies could properly 
resolve the above question 

5 In view of the fact that the Depeortment of the Amy is the 
action agency for the Department of Defense on H R 1152 I am sub 
mitting Mr Friedman s letter to you and would appreciate your advis 
ing me whether you would have any objection to its transmission to 
Congressman Reed if proper authority for release could be obtained 



Incl 

Mr 



/s/ Ralph J Canine 
RALPH J CANDE 
Lieutenant General US Army 




Friedman s Itr w/lncls thereto 



Declassified and approved for release by 
MSA on 09-04-2013 pursuant to E.Q. 1352E 
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I4eu tep ap t Oea»raX 9aJijp3. j Cs«l»e^ 16A 
IHrector 

Seiiotsa decvarlV 

9mx Ge&eraX CemiJMi 

A# X told jrou 8009 veets egoj the fisnorable Bca>ert T Stereoa 
Oeereto ry of the Ars^^ sent a resp^j dated 6 Joly 1953 to the 
Sosdo^hle Chauacey V Heed* ChaiJTffiui of the *«»*«» Coaalttee on th^a 
Jb^ictayy^ in reg^ to 83 1X52^ 83 rd Congress^ let Seeslcn a 
t»Ul ^ SeUgf ^ gU Uaa ? ftdedJBRB A eesjy of the resport 
be# been given oe V ^ ^ order that X adght eo upeat s 

thereon 

2 have fidtodlod ^ o oBga snt e is ^ In cl o sed latter^ ahi<^ la 
itx the forn pf a h^lef in f^^bgte nt intioo of the anoimt of Canard 
MKJ^lded for in &Jt H5S^ and iddeh I vould like to have fograarded 
^ V» teed ^throQgh chai};Kl 8 

She reeeon for rwtlns the ^rqpoeed letter through ehanneie 1« 
that X do not have the authority to dlsclcwe classified i p f o r a ntlop 
to Hf teed AXso^ It Is possible that the Seeretaiy of the Arcay; 
^ter riding prenoeod letter to Mr 8eed^ my be vUUng to 
i^dify his r ty jrt on 83 Vxob perhegps aakit^ It w^oessary 

to forward it to Hr teed 

ftatdring you In advance for any eonsiiteration you my appro 
t^^tely give to this mtteri X aO| 
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Street, 8.X. 
1te«hloston 3, B. C. 

iB Bmtember 'l9?3 



Hcnorable Chaume^W# Keed 

Chaiman, Cccrltt^ on the Jxidlcdarjr •CBru 

ES»so of R<^osentati7a8 '■■" ' ' "' ' ' " ' ' 

Dear Itr, Seedi 

1« Scfwnanee is *wde to a letterj, dated 6 July vhlch the 
Hoaorablo Eobert ?* StevoJis, SoOtf^taxT- of the Axay, eerit you «lth recall 
to H*E* 11^2, 83x*d Congrogs, let Session, « bill "For the Relief of 
Williaa ?« Ftriedban«" 7cn have boon kind enoogli to provide ne vlth a 

df SiaV XettCT fc«r cdimsnt, and for ease In reference I appe n d the 
latter as laclocure 1 hereto, 

2i The foUo-d-ns oaragranh is quoted fron page U of Inclosure li 

“ “The Deoartracsrrt is of the view tlat tte» Ftladhan shonxld 
be eomsr^li^ far the loss of his property right In the 
ijov^lions, a Hg^t wldch pemlt him exclnslTely to 
MBke, use and se^ the subject Tnattor of bis Inventicw, or 
to re£TO profit fxon tho Xloonaiag of others to practice 
ixtrsntdx^, l^e^t for the idthholdlng of patents of hds 
imrentions in the interest of iho seeu^ty of the Hcdted 
Btatcs| Friednan could have sought fixwncial gain there* 
fpon. Where the fndt of an Imreator’s labor has been of 
substantial ber»fit to his Oovernridnt and his rl^t to sedic 
for his efforts is isqpaired for so groat a period of 
ticsc for security roascxis, it la cK^ultable that he bo compen- 
sated for his loss. This view, is in accord with the policy 
of the Departcicnt of aneouraging technological advanoenent* 
to deny an inventor tho right to seek gain from his iiwen- 
tlons noraly because they are vital to our national dafanse 
ind the secvolty of the Qovernnent, while permitting svidh 
pursuit by Inventors in other flelw where security Intereets 
ire not parmount, would bo diccrlninatozy and woidd die- 
courage advanc«nent in H»tter» vital to our national defense." 

b. The foregoing finding Is, of course, a toafC0 of "nach grab- 
IflcatioiTto -na, since it flq?it<»ii«ffl8 the riisulte of the study nado on 
EUR, 11^2 by tho military dspartzaents, a study which ciilrdnated in a 
favorable report based upon the equitable oonsideratuons involved, 

3 4 Raving statod the view that I should be conpmuiUted for i!ie 

loss of By property right in =y inventions, Xnclosure 1, page 5, oontiones 
as foillowst 
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BoncorabXo Oimmcey V. Seed 



”Ae pointed out In paze^prs^h Sc of General Chnlne'e letter 
of 29 y^bruBXy 2&5Si, it la iqpoeslbla to evaluate Mr* f^ledsoan's 
lema, ^ the lawooce of noore definite Infonnatloo than la at 
hy4 tWato> the Pepartaaent doee not 

^ In E.B. 11^. Vhtle thie le a wtter 

for the Cougreea to detensioei t3be Daipartoent feels that an 
avhrd of $2^,000,00 should be adepts ooqpenaatioa for Mr. 

TriedjBan on the facts at hand .” (SqpbaBis sugpplied) 

It is cleeTj therefore, that the Departneut aeksovlsdgea 
stt obUcpatlon on the basis of e<piltahle eonsideraticais and qu<^stlona only 
the aagnitude of the auard sou^t in B B. 11^. „ 

4. She used in stating the Depaztznsst’s doubts on the laat- 

letEntianed phajae of the Bill can be ccaistrued to constitute an Invitation 
to submit more inforaatlon and additional facts yAiialx afford a better 
basis for evaluating Xff- loss Shis letter, therefore, is being sent ^rou for 
the purpose of presenting the desired additional infcmaatlcn and fSntS} 

but it must at the seune tisie be noted that security ecasslderatlons impose 
restrictions on shat can be said in a docxoasnt of this sort. I am co^l- 
dent, however, that on the basis of the information already furnished and 
the additional dat a submitted in '^s letter, the Ctsaaittee vlU have all 
the evidence retpilred to suODstantlate an award of the aegnitude of that 
sought in H.R. 1X52. 

5 . A preliminary cosnent tm the first sentence of the extract 
(S^ted in paragraph 3 a shove say be pertinent. If reference is made to 
the actual vording of the first sentence of paragragdi 2e of Qeneral 
Canine* s letter of 29 >bbruary 19^, it viU be noted that he stated 
that '*est:^tiOtt of the ocxsaerclal possibilities of the Rrledmn inven* 
tions is ^Ifflculti ” he did not say that it is "lapossible, *' as is stated 
in the «9^acF1qci^T«d In peragreph 3a above. Kir purpose in calling 
attention to the exact siding of O^eral Canine's statement on this 
point is merely to present my cpinlcm that an evaluation is difficult to 
establish, but not ispCMisible. 

^ With these preliminaries out of the wy, X shall nov proceed 
to set forth the laforaa tio n and additional facts vhlch may be ue«^Stl to 
you and ycwr Coaxaittee. 

r 

6. HrBt,^X vlSb to emphasise that X moloe no point whatsoever, 
under the equitable oonslderatlons Involved in the case, of the fhct that 
ay inventions were and still are in use by the U.0. Ooverraaont or of 
their woqrth as contributions to our national defooset Xven though, as 
Oeneral Canine has stated, my inventions over a period of years have been 
of Y&cy substantial value to this Oovemment and its allies, and even 
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Eoaorablo Ghaunco;3r W* Ee^ 



tjicmgli In Secretory Stevena* latter thero is a rtsry tSlearly stated inpH- 
cation that ay inventtoos Itore been 'vital to ok* naUonal defease, I 
aclaiofi/ledse id-thont reservaticai that the Gcnronsaont os^es roe ncfthl^ what- 
eocfTor for tho uae of roy Imrcntlona, alnco \hs eendltloina under uhich they 
vevQ ttade uora each as to^ give the Ooverment all tho rights it needs to 
praet3Lce cr to taka full advantage of those inventions. Secondly, I wish 
to say tiiat 1 «a in corplete accord with the Dopartaortt of the Ar^ in tho 
opinion that 1 should bo corpenaated ccily for the potential financial loss 
attributabla to the effect of withholding of patents of ny inventions, in 
^ interest of tho security of the states* In fact, 1 shall bo 

w«31 satvieflod if ■the co-pcnsatlon is baaod c»i that factor alone, provided 
due coTiBidaration is g^rcn thoreto*^3lt is with a view to affording a 
basis for ascertaining the coctent of loss that the data sdfccdt'fced horoin 
will bo dlrect<»i, in an endea-vor to justify Iho anount of -the award sougH 
la H*H* 11^2* Furt-'iertjiaro, In weighing the ertent of the loss it should 
be nol^ ti^ab the socarety restrictions havo been In affeeb for a conolder- 
iflble length of tine; In one case they have boon In effect over 20 yoara, 
and in two cases, 17 years. In the five cases atlll under secrecy restric- 
tions it is probable that those rostrictlons 'will centime 'to rqnaln in 
iffect for several or aaaay roore years - it is not yet possible 'to eay how 
utany* tiat it also bo notod t^t in the case of too ouier irrvmtlona, 
pStc^ appllca'tica^ were tiereouA bocaui^ of security consid- 

"-to" Irdicaitd "that these “two’ ''Invehtii^ 



3_ ' 

*' This is cccisonant wl-th tho fdllowiije oKtract froo S* 27, 83rd Congress, 
1st SeOJaten, **A BUI to authorise the establishnont of an inventions 
Award Board with the Oepartnent of Defonee, and for other purposeet 

^oc. 7(e), p, 7-^ «*.* in detemlninc tho ffiiount of any such 
sward consideration shall be given to • 

(1) w « * 

(2) e a « 

13; the extent to which the inventor has beon ctenihd "the beneflte 
of eo'^orclal exploitation of such Invention in consequence of any 
secrecy restrictions icapoeed by the United States.” 

^ See par^aph 2, page 2 of Indosuro 1; seo also, note on pago h of 
Indosuro 3. The follotdnc is quoted froffa pa^o Wi5, 7ol* U of Report 
and necomendatlons of 'the kttamay General to tho President on Invonti- 
pitictt of Qovamnont Patent Practices aijd Policies, 19U7. (The extract 
l^cra to ry two inventlono noted heroin) i ’‘There havo been ImrontiorB, 
each as certain devlcoc in the cryptograpliic field aado by the Signal 
Corps, as to •which tho need for eecre^^' is so great that the War Depart- 
»ent la untdllins even -10 JH.le a patent appHca'tion*" 
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ajnorsubik; ChausBey H» Reed 




l^rtiarstus for certain luaaXytical opsrationn in the cryptologic ftcsld, no 
octb ^dll bo eaid about thm in ttoa letter. 

b# It ie obrious that me vsj of ascertaining the eoctont of acr 
loss wDul^ be to %r/ to neasure the potontlal financial worth of ay iinron- 
tlfins if it had oeen or were possible to cKploit ccsaaercial rights 
■Kieredn, both foreign and donestlc. In this collection attention is 
invited to paragraph 2c of Qanoral Canine’s lett^t 

’*2c. Sfltarsation of the cccnorcdal possibilities of the 
friadnan inrentteno is difficult, Ac far as is known here^ 
little camorcial use is mde of privafly systeBos 
in this country- except In bonks acid other flnancd^ orgaitiaa- 
tlonSf aid their use of business codes is c^rssmily dictated 
as such by aconoqy eonsidoratieno as securityj noyertheless 
it cannat be said that a laarkat for hlgb-grode 










a sub- 



supplied.) 



’tiee of evr^uation." (Briphasia 



7* jR* let tis tato up first the pot ontiali ties for the exploitation# 
in forel^ oomtrlesj of the (»s3norciai rights in tlto inventions in 
questiOT# It ia In this aroa that tho nocaasity for iMposing secrecy 
raatrloticma. based upon eeeiurity coaaideratlonsi txrevented ny eaplolting 
a quite profitable laarket. 

b_* In this connection it is per’ japs not maisa to note that the 
Supreno (^urt. in 1933# in its etuJy of the well-knowri case of the United 
States ir». Dubllier Condenser Ccq?paratlon (289 TJ»9, 178), quoted without 
ecrricnti the following fron a report by an Interdepartraental Cataaalttoe 
establiBheA by eacecuttve order to study the question of patents Bade by 
Ckrvernceiit ee^oyeost 

»**» It Must not be lost sight of that in general it is 
the cflostitutional right of every patentoo to mcjloit bis 
pat<sit as be nay desire# howeveo' expedient it ney appear to 
endeavor to nodify this right in tho Interest of the jxldiij 
idisex tho patentoo Is in the Oorveurifcient sctrvico." 

0. It is quite obvious that tho Secretary of the Avny has taken 
full cognEssance of this point# as can bo noted in the last eentonce of 
the extract quoted in peragraph ^ above# wluawin he states t 
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COftjFiPEiXjT 8 AL, 

Honorable Channcoy V* Bead 

daqy sn imrontor the to seek g^dn tratx his iznreiv- 

tlons sorely becatise they are vital to our national dafenae and 
tea security of the Oovemaent, while permitting each jwrsuit ty 
irrmitox^ in other fields where security interests are not para- 
naonty vould be diecriBilnatory and would discourage advancemont 
in matters vital to our national defense*" 

d* In this canneotLcm 1 deem it pertinent to add that the record 
will show“that I have never questlcaiied althor the propriety or the deolr- 
*d>Hity of inposlng security reotilotlonB on my in^tions In the interest 
of national defense* 

6* a^« It Is obvious that th«re must be eotia ccnreXation bert»oon the 
finanoifuTValue of an invcaition aild the utility of the apparatas covered 
by the patent thereon* It is with a view toward persdttlng such a corr^- 
tion that the following information is subnlttedi 

(1) During the U*S. participation in World War 11 the largo 
majority of the highest-level written coranunlcations of the H*S* 
Oki^mnont and especially those of the military forces thereof 
(inoludinj Arc^r, Havy- and Array Air Forces) were enciphered by means 
^ crypto^oquiproents based upon the ixnrentiohs listed in H*H* 1152* 

In this connection it is to be noted •• 

(a) That throughout World W«r II the 0*S* (Jonrornraont 
gained vltil intelligence from enccy comamicationa because 
0*S, eryptonalysts were dale to solve tbs highest level crypto- 
communications of jleunaanyf Italy and Japan during that war; and 

(b) That the Qemani Italian and Ji^anese Oovemments 
were denied similar vital intelXlgence from U«S* highest level 
60 £ftlUdcations because the orFPto^^ulprnnts used ty the U*S* 
QmBimetA for such ciyptoKscrimnlcationa auccessfblly resisted 
all attecpts of « 7 ptanalytio staffs of the Germanji Italian and 
Japanese Qtnremmonte to solve such 0*5. cryptocoDzaunicatlons. 

(2) Cmt, in contrast to the foregoing situation j, messages 
encipher^ by a machine which wes invmted by a faredgn engineer and 
which was adopted by the 0,3* Amed Forces were found to be solvable 
and were frequently solved by the Qernan, Italian end Japanese crypt- 
analytic staffs. This aachlw bore the designation 0*S* Army Con- 
verts H-20?* Further data concerning it will be set forth in para- 
graph 8d below* 

b« (X) In substantiation of the statement made In paragraph 
8a(iT(a ) above. It is necessary merely to refer to the Hepox*t of the 
Joint Connlttee on the Investigatlcai of the Pearl l!arbor Attack,’ 



Senate Document 2i4i, 7?th Ceaigresa, ZA Session* 

$ 



|to 9 or«^lje! Cbmincey V. Reed 






ftxat Bepcurt ta sraplete vith Ittfosmtloa an the «uih;}ect of tdie •o*'cadled 
the <xnrer sane then employed for Cymonl^tloy latelUgence, 
that is, Itxtelll^Sence produced hy iritercepti^ reaMng eneiay^c^^ 
ieations tEhe folJboivins stateiasnte^ idxldi cqppeer cm pages 179 and 832 
tjif the fteport vlll he of Isterestf 

''With the exercise of the greatest Inggrail'ty and utttost resource- 
ruCUiese;^ r^SKTded by the cocxalttee as nerltlae the highest cmcnenda- 
tlon/ the ttsr sjad liavy Departasnts coUshorated In hreeirtng the 
Japanese Codes. Through the exploitation of Intercepted and decoded 
wiSSseces hetyaen Jtepan and her diplomatic estahllidiaeiitsj the so-' 
oeuLled Magic, a wsolth of intelligence cancerolng the pxzrpoees of 
the dhpao^ vas avallahle la Vashlogton " (Ra^ 179) 









svmcesB achieved in 
ts '^t^ filix^st cccg^^ and 



c nA' 



se diploBaatic codes 







is In the or 




t It contrlh 
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{2} Of particular significance in this connection is the test!- 
.aiffiy of deneral George C. Naiahall before the Jblnt Congreesiaoal Cou- 
xaltiee at the afternoon session cm Peoesher 7i 19^5> Shat testliamy 
involved the disclosure of the contents of a letter which General 
Hsrshall arote to Governor Dewey on the 25th (and on the 27th) of 
Septetnber 19^* A cepy of that letter, wMch appears on pages 1226-29 
of ?art 3 of the Bsorlngs before the Joint Comnlttec, Is IncXuded hero 
as Shclosvtre 2. 

(3) The significance of the statement (node In paragraph 6gj(l)(a) 
Ahovs) in eonnectlcm with this ig^ter is chvioust the cipher mchines 
used by the Genoan, Italian, and Japanese Anoed Forces produced aes- 
sages •Which could he aM »sre solved hy U S. osq^erts 

£. (l) To substantiate the s^tatement aads in paragraph 8a(l)(hl 

ahove, it would he necessary -to sulwlt data <xP a classiflcatlan hi^end 
that pezmisslhls In this Ist'ter. However, since I an fbrtmrdlng the 
letted thrcM^ superior, It. Gen. Ralph J. Canine, Director of the 
IM^icnal Securlly Agency, end the Secretary of the A^, they will have 
the oppartunl'ty to raviev such data as nay he xKurtinent and to sUbnlt 
such infoonaation of a classified nature as •they deen appropriate. 

(s) The significance of the sta^tesaent (aade in paragw^ph 
^(l){b) shove) in connection with this letter is ohvioust •the U.8* 
IlST^ Is plan and esecute vl^th sigrlse and success 

thi^ n^ptest-level strategic and taetieaX qperationsj the eneoy gained 
m advance infograation •li^reof from insecure eiyp’tocxxaaunleaU In 
o^her words; ^ cipher sachiasa used by tbs U.S. Amed Forces to pro- 
tect -the volnminous cosnunlcatlons involved in such hi^di-'leval plans 
and operatioos produced lasssages which could not he solved by the eneny. 
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IJonoraiblo Chauncey W* Raed 



d;f (1) To aubstsntlate the atatenient made In para{p^ph 8a(2) 

•bonra, it again would bo neoossary to eubsit data of a classification 
bowxmd that peraiselblo In this letter* The data wouldjf howenrer, 
amco It obvious that the Armed Fcarcos of Oemany, Italy, and Jajyan 
gSined useful Intelligenca from their interception and solution of 
messages enciphered by means of Converter H*209, 

(2) The significance of the stataaont (made in paragraph 8a(2) 
above) in conneotim with this letter Is that It i^ords a basis 
contrast between the aEoount the inventor of the Converter F-2(^ received 
for his invention and the amount of the award sought in H*R* 11^2* 

The data for the contrast will now be set fbrth, 

9 » a,* The cipher machine deslssated as TJ*S* Axtay Ccinverter M-209 is 
a machlne'“which was invented and developed by a Swedish ea^neer, Mr. Boris 
C, V# Hagelln. of Stockholm, The American promoters of Hagolin’s inventioa 
auccoeded in interesting the U,S* Army in the device to the eactent that 
during the years I 9 I 4 I-I 5 U 3 a tothl of ?1,?29 of them were aanufacturod, 
under Hagelin^s paten tsj for U,S* Armed Services, by the L*C# Smith- 
Cotrorta Ibpewritea* Go., Grotcox, Jfaw Xork. The total cost to the B*S* Ckrvam- 
issnt of these machlneB, Including spare parts and iostructiim boote, was 
♦8,6lli>790,22, Iho financial arrangenent with Hagelin* s proioters was such 
that Hagelln received the foUowdns royalties j 

On the lot ^000 machines (^125 ro^’Blty on each) ••• $625,000 

On the 2nd 5000 machines ( $75 royalty on each) ••• 375,000 

On the 

renaining 61929 machines ( $25 royalty on each) *«* 1,5U8,225 

Totals - ?19i^ machines Total Roy. -"^,^,225 

bt However, because of considerations involving B*S* and Swedish 
Ixicccio tax laws, it turned out that Hag^n scld hia B»S* patent m Con- 
verter M-209 (U,S. Patent Ifo. 2,089-603 and also ' a'ro^ Hcehse to 

patents covering associated apparatus) to the U*S* Oovemment 
for the sum indicated above- viz*, $2,5U8,225, on which he paid a capital 
gains tax of ^rcodmately ItOO, 000, (A straight royalty would have 
resulted In no tax to the B*S,, \inder our convmtlon with Sweden*) Thus, 
the sale of Hs U,vS* patent netted him about $1,850,000* ids rate of 
royalty was anprcxtlmtely 301 (instead of the more usual 5, 7, or 105 ) 
bocauae of the abserwe of competitive devices | Itegelin had a proprletaiy 
product fuHy covered by his own patent*a 



^ The average cost to the U,S« cf the 71,929 machines was approodnatoly 
$120* CK) per machine | the average royalty to Hagdln was approoclmtely 
$35.00 per machine* 







Chaunc^ w, Roed 



ie« Eef€C3ncQ to para^prnp^ ^a(2) abcno wHl discXose that the 
deviUJO •!« naro bo<n dJLeqiisglng ie theT (r>o that pac^xlucod nessagee which 
«er© fireqacntCty eolved \r/ the cryptaaal^tic stafre oJf the Gcrmri, Italian, 
and Japanese ai'nod forces* Iho dagrso of security aff cabled by the crypto- 
pa?lnciples uodorlylag that device was very aaaLl In cctpardso-i with that 
effcs'd^ ly the cryptopxdivcdpLeo tindorlyu^j the aadiinos invented by toe 
and covered by eeVta^ of the patent explications listed in H*H* U52* 

In addition, Cotiveruar 14-209 was a hanc^peratod J&v±co} ao larboard or 
rapid opesrat-on ma possible, the aomal speed of operation peraitting 
the enciphoTiaont or decaphonaarru of to 6 words per aiinite* On the other 
hand, tho nachdlnoEi basod upon the inventions list^ in ”,R* H52 and used 
by Q*S* Goversnozit ware eloctrlnally powered to as to peroit ko;^ard 
C(pe3%tion at tho rate of liO-^0 woi*cl3 per ninuto* If nooeasary, or 
desirablejt greater speed of operation can bo achieved since nachines 
can be operated by perforated t^^pes at a steady speed groater tiian that 
Goraally possible by a human <^KjratOT lasnipulating tlie Iceys of tho key- 
ooniM. 

10, s« tr,3. Patent Appllcatioas *los# 682,096 and 70,lil2, Ustad in 
H,Rt «®ply to tho cryptographic priLncdples and circuitry undorlying 
the principal itco of ciypto-oqoipnont used by the U,Si Arnied Faroes sincQ 
Aftr^ those principlos wero fbuwl acceptable, a laachino ccibodylre 
thaa was devdLoped by tho U*S* Amed FcBrces for iatra-Gervice or Joint 
use, as wtftl as Intor-SorviCQ use* In tlwj Araiy the ■nacMna was glvea the 
short-title 3I0ABA| in the Havy, it was called tiie BCM (EloctrlcAI Ciplier 
KacMno), Tio machine will ther^oro be referred to hereinafter as 

szam/knu 

b* Soon after tha U,S, Forces began using the 3K1ABA/^H (in 
19bl4i2) oar arxtlsh Allies loaned of eodston^ of this nacldne and 
began a heavy canpsdm to ecqulro thoso lachinoa or at least to be par- 
isltted to use tlio principlec thereof, Hio caapaign was fruitless, 
tJLtimtGly, boMovor, it w>6 saccossf-fLi but xt was not until Nevenber 
19^2 that tlua prtneipleo wore t^CS^S aLall y dlsolosed to British crypto- 
grapliere and a Hadt^ nunbor of^^lcShA/aC’i machlnos mdo availabie to 
tho British, Tliis is not the pLece to cite tho details of the storyi 
suffice It say hero that the negotiationa wore conducted on the highest 
Xervols in the U,S, and U,F’. Ooverrwents. I belxeve that tho principles of 
the S3 UASa/eCH equipaeait wore the only tJ,S, conpixnioa^on-equlpro^ 
secrets not sher^ with the Bixtish in World War H| it is possible that 
the statenant Is truo of all equipments oxcopt as regards atonic energy 
equiprsmta, 

C, If the invijsntions listed in H*R. 11^2 liad not beesn placed 
in secrecy, patent applxcatlona tborooxi could have bom filed in several 
foreign countides end the iznrontiona exploited, Xt is possiblo that the 






• t 



REF ID:A71827 

Honorable Chauncey W* Reed 



British Oovei*nment would have purchased or would have had maimf actnred 
for British use about 12^000 to 15^000 of ttiese Ttiachlnea* This is the 
total nunber of cipher machines they xaanuf actured for use in World War 
II;i machines that represented merely a modification of a well-known German 
cipher machine.^ Since the average cost of one of the SIQABA/eOH was then 
about $2,000, the cost of 12,000 of then wtmild have been *2ii,000,000, A 
very modest royalty of would have brought the inventor $1*200,000| a 
royalty approjdinating that which Hagelln received on Converter M-20? (30jf) 
wotOd have brought §7,200,000. But if one coanters by saying "Uiat th^a 
Is nothing in the record to prove that ihe British would have bought or 
manufactured a large rronfcer of SIGABA/ECM machines, or anything like 12,000 
of then, then at least this much is cartaini they ml^t well have used 
about 6,000 of them to meet their needs for Corabined (V.S,-U,K.) ccraunica- 
tions. On the basis of that many machines, the total nmdber of machines 
would still have brought a very handsome royalty, fhc total World War II 
expenditures of the U.S. for machines and devices made under the inven- 
tions listed in H.R, 11^2 eorooeded $30,000,000,00, This fact is cited only 
to corroborate the statements mad© with regard to the probable size of the 
foreign market, 

11, AH my inventions in the cryptographic field could have been pro- 
tected by patents in foreign countrxea. But in vxew of the imposition of 
secrecy on those inve«tions subsequent to 15D3 and m the U.S, patent appli- 
cations thereon, it was and still xs not possible to apply for patent pro- 
tection in foreign countries. It is certain that had 1 been free to exploit 
the foreign rights to several of sy inventions, I would have had an excellent 
opportiudty to sell those rights to foreign govemraents, especially the 
British, and to foreign manufacturers, especially to Mr, Ragelin, the lead- 
ing commercial manufacturer of eiypto-equlpment In the world. In addition 

to Mr* HagHin* s firm, there are or were before World War II several manu- 
facturers of comunications equipment who coTild probably have been interested 
in the commercial potentialities of security eqiuippient based upon my inven- 
tions, not only for the European but also for the International market, 

12, a. The two preceding paragraphs deal with the SIGABA/bCM, Similar 
data pertffilnlag to several other of my inventions in the crypto-equipment 
field could here bo cited, too, but because I think sufficient information 
has already been furnished to establish the fact thst the potential value 



Incidentally, it nay be of interest to note that a rcyal caaaission 
awaiHied Air Comodore Frank Whittle *T100,000 (•^03,000), tax-free, 
for his work in developing jet engines, even toough Whittle was speci- 
fically as slgDj^ to research and iirv^ionZ (iSee artlc'le by Capt* 
Se'orge ll, jfTooilXard,' iW, **Are we stlfUi^ the inventora?,” Saturday 
Evaning Post, 9 June 1951.) Only recently Sir Robert Wetaon-^Jatt was 
awarded ^50,000 by a royal ccnnisalon for his inventions and develop- 
ments In radar «q>paratus. 
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of the toreign rights of but ono of ay inventions far eocceeds the anount 
of the suard sought in F*R* 11^2, I will crtLt such sialLar addxtional data, 
«£S3Cept as to the information given in subparagraphs b-e below. 

Hie tI,S« roraion of the ”CCM," the Conbinod Cij[hor MacldnO|> 
used for taterconsuunication with tho British, was furnished the in 
sono quantity, the stepping of the crypto-*olenenta of this machine la 
acGOKiplished eleetmoally and this feature of cipher piachlnes is covered 
by one of my Patent ApplioationB listed in H,R, Hi>2* 

e* The British were furnished a limited nurfccr of 0*S* machirasa 
for eacipTicning teletype transurisslons. The cuyptopidncipleo used in these 
ttachines, designatesd ty the short title SIQCUH, were based ’jqpon another of 
ity U.3* Patent Applications listed in 1252, 

Rractically all U,S* Allies were furnished tho U*5« cipher 
devices lojbwn as Uie Strip Cipher Devico, covared by riy tf,S, Patent Nb, 
2,395,863# also aentioned in H.R, H52. This one, 'idLch was he3ld in eecrecy 
for at least six years, was finally allowod to issue in 19li6, 

£, The infowiatlon given in subparagraphs b, c, and d above will 
assist in rorrang the conclusion that tho narkot for the foroi'in rights to 
my Inventions would have been important if I could have exploited those 
rights btjfore or during World War II, 

13 » £* We ceno now to the potentialities of the aaploitation of the 
danostlc cbrnerclal ri^ts to tho Inventiorm listed in H,H» 1152, 

b. With reference to tho coEnerclal use in this country of privacy 
or secrecy ays tens for the protection of wrlttsa ccrsaunicatlono, it should 
be noted that servorol U,S. corporationa. In paxddcular, the International 
Telqphoie and Tolegraph Co., the International Business !!ach±nes Carponation, 
the American Telopbone and T^egraph Co,, and the Autonatic Fleetric Co,, have 
Spent considercible suns of money in their endeavors to devise, develop, cr 
porclMiSQ U,S, rights for cipher nachlnes, "owevar, qualified cryptoGLogio 
guidance was not available to those conpomes becaose export kncFd.edga in 
this field la confined almst exclusively to Qovernnont personnel^ tlieroforo, 
the efforts of those ccxipanieo were largely tu^xrofitable, However, It la 
probeble that a aeciuoe, efficient, and autonal^ dpihor attachment for tele- 
type transiiaalons would till a long-standing need of large corporations f cr 
pcd-vacy or secrecy in that catogory of comunlcatlona. In fact, on two 
occasions af^roaches wero made to no on behalf of one of the coapanies named 
above, in connection with the possible purohaae of the comeroial rights to 
one or tho inventions cited in H*R, H52, vie,, U,S* Patent Application No, 
lil;3,320* This application has boon in a secrocy status since 16 May 1?I*2, 

The first occasion on which I was approac^'ed by an officer or at least a 
high-lovd official of a 17,3, company interested in the nachlne covered by 
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lf«S» Patent Appilicaticx). W^.3ZO vaa daring the time when the machine wee 
being ijrodnced la quantity by hia co’ipany* in l?h2, I waa^ of course^ 
xinabXe even to discuss the subject since mo invtmtlon had bscsi j^ced in 
secrecy and 1 iteroly Indicated Ihat negotiations relative to a license could 
porliaps bo initiated after the war vaa over« !?iie aacond ocoaeion on ^ddueh 1 
was apsaf'oached with reference to tlio corineraial eocpledtatlon of U#3* Patent 
Application Ho« iiU3*320. vtm in Septe^toor when Major Qeneral Frank £• 
3toner| UiDA| Assia^t Chief Signal OfflsoTi advised ns that the comerdal 
ccmuidcatlons eotoanics were interested In acquiring a license to use the 
invention covered by Application Ho* Ui*3»320^ and suggeatod that I get that 
applicatlcn released fjron secrecy* The official records in the case will 
shew that ay efforts to have that application released began on 2? Ssptepber 
19U^I eoctended tmtdl 20 Moveribor 1947, aad were unsuocessruX* The Case la 
itili in seore<^« 



bf There ecfdLsta in the U«3* a *tarket for the so-called literal 
cipher devlcaa or ciypto-equlpaenta for buslnesa office use other than as 
indicated above, but the extent of the’maiket is difficult to gauge* Soon 
after the close of hostilities in Wcn:*ld War IX a United mxniber of copies 
of the H,S* Amy cipher machine referred to In paragraph %(2) above 
(Convartw MW209) carae, by inadvertonce or disregard of relations, to bo 
placed upon the markat as U*S« Anay surplus equipnent| they quickly fonxid 
purchasors* This aubstentLates in soeaj degree the suriaise on the part of 
the cccjpanies cited in aubparagraph a above that there is a naricot for cipher 
apparatus for cotnorcial usage. Hemwthsless, it la true that, by and lai^se, 
TT.S* flrras doing an InternatioTial business and engaging in oversoes conouni- 
cations use business codes and ihat their use of then is camnoaLy dictated 
as veuch by eccnocy considoratlons as security* However, as Qeneral Canine 
has aalreaJy rsnarked, ’’it cannot bo said that this countr;^/ ^ aarkst 
for high-^^e clphoxdng niaclilnes could not have been developed*" It is ny 
belief that a narkot could be developed for a high-grade* trcurbvjorthy* and 
efficient aachlne. 

lU. The fblloMlng extract froo Secretary Stevens’ letter, quoted 
in paragi^ph 2a above, will now be examined i 

«*•• To deny inventor the right to secsk gain from his 
inventions aorwy beca'ise they are vital to our national defense 
and the security of the Oovenmant, while pen^tting such pursuit 
by invento rs other fields SMrupBliy intex^sm are 

w^d be dlscidji^to^ W'oiild IdB^scouri^^^^ 

an mattera vital to our natdmjal defense," (i^baais supplied*) 

b* Although nuaerous Ineta^ces could bo cited wl^weln pureuit by 
QovesmtaonT inveutora of their cotanerclal rights in their inventions has 
yielded siibstantlal financial benefits, only three cases will bo cited herein 
to Ulustrato the nature and poosible extent of the diacrbiinatloa to which 
allusion is made in the Secrotary’ a letter* 



(X) In the Report and Recen lendations of the Attorney Qeneral 
to the Pr«kldont on the Investigation of (Xovexuoont Patent Practices 



JS. 



HI 



S«=2pT!ii a 





Honarable Chauncet^ tf« Rsed 



REF ID:A71827 

jrjPEjMTIAc, 



i 2 yl PoUciesj^ evfcralttod In «nd^ Bpociflcally^ In Voluno U 

iiiareof^ dealing vith the ’»Navy Monographji” page 270, theore it^ppoam 

the folioulTig paragr^hi 

^Tha rolationship between naval enployeos and piriLvate 
Indufltiy roaoltlng froia the Interest in aalling the fomer* s 
inventions was, on at least one occasion, supplenented by an 
ftran closer business connection between thc«tt» That case Involved 
an outstanding mwifoer of the ^j^val Rosearc]^ Laboratory staff. 

Dr* ^arvey Kayes, of the sound Division, who had been acting 
as a consiiltant for Texaco and was under contract for years to 
assign all of his patents to that coK 5 >any, allegodly at coc^jensa- 
tion of 02^,000 per year* In 1937 the I^artraent made an effort 
to prohibit confiictdng outside enployTaort, wharaupon Dr* Hayes 
offered to resign if ha wero obliged to refinqpdah his Texaco 
contract* Upon submission of the matter to Judge Advocate 
D^raX it was decided that ho could retain his connection with 
Tapeaco while continuing in the Havy Departraont." 

(2) In the sme Report (aentioned wder sdbparagraph (1) above), 
' andL specifically under the section devoted to the »<War Monogr^,” 

page 4S^0| there appears the following i 

acne instances substantial sums have been realised by 
War D^artnent personnol frm their iaventlona, an, etxati^le bolng 
in tho Air Forces* Mr* Weldon worth, a civilian employee at 
Wright Field laboratories has made a number of inventions, one 
rating to an oil dilution ays ten for airplanes* This ays^EeH 
has been used by the British Oovemmont In the recent war and, 
piirsuant to the patent interchange agreement between the two 
countries, that aovemraont requested the United States to obtain 
for It a Ucenoa under Worth’ s British patent on the system* By 
the teras of the patent interchange agreement, the ifttltod States 
would bear the coat of procuring such a license* The Air Forces 
entered into negotiations with Worth, who offered to grant a 
^Jtcense for an annual fee of apprcodjwately fiQ0,000 . The nego- 
tiating bj^lcor cons high and negotiate were 

suspended* Daring the course of the nogotdationa. Worth suhnltted 
infomatdon which indicated that he was receiving approodmately 
130*000 a year from llcensea his g^dian ^t^is on tt^ 
jSyoh'tiori in quesiian *'* (^fif^Kaais supplied,) ' 

(3) Despite a long-standing and quite restrictive policy aain- 
talnod by the National Bureau of Standards with respect to rights in 
liwentions n sdo by its emnlcyBes, tho Bureau has never withheld foreign 
rights from er^iloyce-inventora, '•The Bureau as a natter of practice 
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haa pemlttcd ite enployees to retadn tho fored^ patent xlg^xta erma 
to liwcntlona aa to yihixsh tho donoatic patent rights are to be assigned 
to the Oovcnnent*'’ (Report cited abovoji page 99*) One of ny friends 
idio is a Bureau of Standards enployee-dnre itor, Mr. Jacob Babinotf. 
fully aware that I waa planning to use his information in this letteTj^ 
told no on 10 S^tedber 19^3 that he recently sold his &reign rights 
In two of his liwentions and that they brought him a total of $l^jj000* 

C. Attention is e^Jecially invited to the pex^tajiacy of the second 
and thlrd“llluatratlan3 cited above aa to tho value of foreign rights, 
because It Is in that area that secrecy requiroaents dictated by the needs 
of OUT national dafonse have Boat seriously impaired, if not completely 
laillified, my proporV rights In my InvontlonB, tdghte granted rue many years 
aa^ by a properly-Kasmowarod Patents Board (of the Signal Corps) having lurls- 
c^taon in deterndnation of what rights inhered in the Oovemnient and 
in the Invantor, respectively, 

y ^ 

15* ft* TJye last paragraph of Indosure 1 calls for comcnt. That 
paragraplTis as foliowsi 

’•The Btireau of the Budget advises lhat while there is no objec- 
tion to tho sutaisaion of this report. It la believed that there is 
a serious question as to tho desirability of making tho proposed award 
In view of the fact that it Is inconsistent with general adninistrative 
and statutory policies relating to Inventions male by Federal employees 
in the course of their en^iloynent with the use of Oovemnent materials 
and with tho aid of oti^r eeiqployeea," 



b* tlie basis for the statement that the proposed award '*is Ineon- 
aistont v?*th general administrative and statutory policies rolatdng to 
inventions is not ^car^ Xn fact, I am quite sure that the statement 
is not pa^iAnent in respect to the award sou^t in H*R* U52. 

jc. It appears hardly necessary for ne to eaphaslzo the fact that 
the aiacd f^posod H*R, H52 is not sought or l^ended as compgyatlon 
for iW ^0 TO ^ l^O'^ioha W 'the tifeverTO ' f thjLhk' 'i have adequate^ 
"cov'er^ 'thia'' In ' parc^i^n"^ above, 

d. If by '’Adninistrative polldes" tho Bureau of the Budget 
refers to sjcecutive Order 10096 of January 23, 19^0, then I wish to point 
emti 



(1) That tlie a«dd order applies only to lnv<»itions nad© by a 
Govornnont amployeo on or after the date liriicated .(January 23, 2550) | 

(2) that tfo inventions listed in H.R, 1152 were made many 
years before that datej 
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(3) that even under Sxecutive Order 100?6 the foreign rights 
In lOTontiona mda by Osnrernraent enplo/eea Inhere in the inventors 
and 

(1+) tlmt the sole bants for the award sought in HtR* 1152 
th§ feet that security considerations required that the inventions 
listed herein bo kept under seal of secrcacy, and as a result I was 
'Sa^ie to eatploit ny property rights therein, eapeclally ay foreign 
fights. 



t^ith regard to "statutory policies" with which tv» award 
aight be loonsldorod to be Inocsiolatent, this possibly refers to the 
following extract from Section 3 of 35 U-S.C, lRl-1® (codifying Public 
Law 256, 82d Congrees, the "Invention Secrecy Act of 1951")* 

wiSiis e^tion shall not confer a lught of «tion on anyone 
or his successors, assigns, or l^al repreamtatirea who, while in 
the full-time er^iloynent or eervxce of the United States, discovered, 
invented, or developed the invention on which the claim is based," 



f , In respect to the foregoing extract, I wish to point outi 

(1) That the relief sought in H»R. 1152 is not in the nature 
of a settlenont of a olj^ based upon considerations involving the 
legal status of glahtiai "in' 'the Inventions listed theralni 

(2) That the Invonticms listed in H,R, H52, with one excep- 
tion,? were not placed in secrecy under tcie provisions of the above- 
mentioned 35 U*S*C. I8I-IB8 •until 20 Kay 191*7* Therefore, those 
provisions of law were not applicable to the iavantions llstcsd in 
the H.R, 1152| hence no claj^ based upon such legal issues as nay 
«rlst in tiw case could bo filed in aiy^ «vent| 



(3) that the Secretary of tho Army -book into consideration 
■tho provisions of the law cited in the nrecedlng subparagraph when 
ha stated* 



^ See Section 6, Administrative Order Ho, 5, dated April 26, 1951, issued 
by the Chalnaan, Oovemmont Paten'fcs Board, Also, note in this connection 
para^aph ll^(3) of this letter. 

? tho exception involved Patent Application No, 300,212, whlrh wae placed 
In secrecy on 16 July 19UO, under 'the provisions of the then Public Law 
700, 76th Congress, The applicaulan was released from eecr^oy after 
■tfcrld War tl and finally issued, on 5 March I9U6, aa U.S, Patent Ho, 

2,395,863. 
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1 « liellorved that thero la vo lav vbich provided for 
ilr* IVleduaa's raftress^ fib baa no Ic^al tvoedar under 3^ tl.S.C. 
161-188 (codifying PuOblic Lav 256 , 8 ad Ckmgreas# the * Invention 
•ecorecy Act of 1$51”), that law wcciTxUng from Ito 'benefita 
anyone vha vas a full-tine Govemraent esployee •wfaan be mode the 
invention in (pieetlon. fietution 10 of fliblle lev 82 d Congrese 
repealed t^JOblic law 70 O, 76 th CongrcBO (35 U.S., 1&46 ed-, 42) 

Tjut preserved any rl^ts them existing under the latter act. 
However, this appears to afford no legal remedy for Mr. Fjrlodmon, 
flnce fi^Uc lav 780, 76 th Congress, retjuired a claimant to have 
a :patent Issued i:pon an application which was in secrecy and ten- 
dr»*ed to the Ctovernaeat undar the provlslans of that statute. 
Idiewlse, fi 8 U S C. 1498, relating to reeavery for patent Imfrlne^- 
Mbnt hy the Ooverranent, falls to provide Mr. tWedaen any legal 
refflQdy, since the (kxverrment bos at least a royalty-free license 
to use the Frledmn inventions;" 

(U) !Ihat the wny in which ay Imrenticms were kapt In a secrecy 
status front 1933 ‘^o '^7 ^ means of 35 C 8 C (l94€) ed ) deetion 

37^ the so-called "three -year rule" which rule could be invok^ 
x^eatcdly on the same patent i^licatlon w that th e Inrontlon com^ 
be lo^t in a secrecy status fbae an ixsdefinite xmaiber of yeors, as was 
done in the case of all the inventions listed in B.B. 1192, with one 
«!K©£ 5 Stlon (see Hota 7)j and, finally, 

( 5 ) That the "three-year rule” contained no provision whatso- 
ever for conpensatlng an Inventor for withholding or Indefinitely 
delaying Issuance of a patent. 

g. For the foregoing reasons it is difficult to see the validity 
of the position taken by the Bureau of t^ ^u^t ^ rega rd to 
there Is nothing in that bill vhich is inconsistent wi^ general adxolniB- 
tratlvo and statutory policies pertaining to the ease. 

16 . Vhen permission was granted nie to eoploy counsel to assist m 
in the preparation of the case It was officially stated that thero was no 
(Objection to sy "hiring private counsel provided no classified infoamtlon 
is revealed thereby." X have rigidly adhered to this condition and will 
state vitbuQut qualification tl^i ay counsel has not participated or assisted 
m In any way £n the prepamtion of this letter. Bbnce, any inadequacies, 
anl^iguities, or e r ro r s of lav therein are sy sole responsibility 
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X7* It i0 JiQT bcpo that after reviowlng all tha data and araluatine 
all tha copaldaiatlqis Izrrolved^ your Cocnitteo vlll cooclude lhat Hie 
ast^sot of tte award aou^t in HJK. 11S£ la not exceaslTa and will racoowend 
Ctdiltlns; Hk: full aoount i«mtlo»sd thistraln. VaaA anount vtaild jqrovida^ aa 
X think the facts presented in this lattcor a^ppoort^ a rery nodeat racosni" 
tlon of the value of the foreign rights and tho dcmatic cqaragrclal rl^ta 
irttlch X aa unahle to exploit because of aecitrity oaoaideraticma. Indeed, 

X feel that the aoount sought In B.k* does not to asQr substazitlal 
degreo reflect the real value of those rights. 

Very retpectf Jliy# 



VXLUJHT, immus 

St Xnelosures 
1. ^Itr froa B^ac/Aray, 

St* }|Brshall''fiey^ Itr. 
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